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ABSTRACT 
The objective of this study was to determine factors contributing to motor claims in the Kenyan 
insurance sector a case study of Directline Assurance Company Limited. Specific objectives 
were to establish how underwriting of public service vehicles affects motor claims, to determine 
how use of the insured vehicle affects motor claims, to establish how type of cover affects motor 
claims and finally to find out how insurable interest affects motor claims at Directline Assurance 
Company Limited. The findings were added to the body of literature that other researchers have 
used as reference to what they have done and have aided managers of other firms whose main 
target was to improve their performance. The researcher used seventy respondents  chosen 
through random sampling that was picked from a target population of one hundred and forty 
employees of Directline Assurance Company Limited. The researcher used secondary sources of 
information which were obtained from relevant literature available in the libraries and other 
publications. The research questionnaire was administered by the researcher himself and 
respondents’ data was analyzed through frequency and descriptive statistical method. Data was 
illustrated by graphs and pie charts. The results of the study showed that factors which contribute 
to motor claims include the type of cover, the use of the vehicle, insurable interest in the vehicle 
and underwriting of the vehicle. The main challenges in underwriting motor risks that the study 
identified include weakness in regulatory framework, weak enforcement of traffic rules and the 
charging of uneconomical premium rates attributed to stiff competition within the insurance 
sector. The main contributors to motor claims were identified as fraud aided by agents, by the 
police, by lawyers, by claimants themselves and medical personnel. The study recommended the 
introduction of structured motor claims compensation system, a review of the regulatory 
framework and setting up of a maximum limit of compensation for third party injury claims. It 
further recommended the establishment of an integrated motor vehicle insurance data system for 
the sector. 
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HAZARD    A condition that may create a chance of a loss from a given peril 
(Okoth, 2010). 
INSURED     A person exposed to a risk and seeks protection by transferring it 
to an insurer (Miller, 2008) 
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to pay, Arena, (2013) 
LOSS      A condition of being deprived of something previously owned 
(Makembo, 2011).  
PERIL       The primary cause of a loss in an insurance contract against which 
a cover is taken (Canner, 2009) 
POLICY      A document that contains terms and conditions of an insurance 
contract (Kaguma, 2011) 
PREMIUM   The amount paid to the insurer as consideration for which 
protection is given (Kaguma, 2011) 
RISK   A chance that some unfavourable event will occur in the uncertain 
future (IRA, 2009). 
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CHAPTER ONE 
 
INTRODUCTION  
  
1.0 Introduction 
This chapter outlined statement of the problem; objectives of the study, research questions, and 
significance of the study have been outlined. It explored and determined the factors contributing 
to motor claims in the Kenyan Insurance Sector with reference to Directline Assurance Company 
Limited as a study case. 
1.1 Study Background  
Saunders & Cornett (2008) factored out that Insurance serves some of treasured economic 
functions which to a large extent differs from other types of financial intermediaries. In order to 
focus on particular attributes of insurance, it is far well worth specializing in services that are not 
supplied via other monetary service vendors such as the contractual financial savings functions 
of established lifestyle products. The indemnification of loss and pooling together of vulnerable 
properties by insurance facilitates industrial financial transactions and the supply of credit. 
Insurance also aid in loss mitigation in addition to the measurement and management of non-
diversifiable hazards. In most cases insurance contracts involve small periodic payments in 
exchange for protection and safety in recognition of uncertain, but potentially excessive losses. 
Among other things, this profit smoothing prevents immoderate bankruptcies and facilitates 
lending to business organizations. Most fundamentally, the supply of insurance allows the public 
and marketers of insurance products to adapt to higher business hazards than they could have 
done in the absence of insurance and also increase the selling of their products (Arena, 2013).  
The uptake of insurance is quite low in third world countries when compared to developed 
countries. In Africa, in particular South Africa has the highest insurance penetration at 15%. 
According to (LIMRA, 2011) two factors give an explanation for the low penetration of lifestyle 
insurance the developing countries. Insurance is basically distributed through the enterprise 
model. This approach ensured that insurance retailers have been the only patron contact factor. 
The structure of this distribution model has brought about erosion of consumer person insurance. 
Many sellers have every now and then passed over or recommended customers on products and 
even anticipated products at their adulthood. Agents have additionally been blamed for 
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misappropriation of clients’ money meant for payment of insurance charges but diverted to 
personal use. 
 Customers are often skeptical in handling insurance representatives and the industry has been 
misplaced leading to poor penetration level of life insurance. Sometimes when the insured event 
occurs, insurance companies are sluggish in processing claims; this is basically due to the 
bureaucratic nature of the claims process in some insurance firms. Usually, by the time the 
claims are processed, the insured has already been waiting for too long. The lengthy wait means 
the insurance firm may be perceived to be unwilling to pay claims yet it is a crucial service 
aspect in the insurance industry. According to (LIMRA, 2011), the main insurance factor 
wanting in most growing economies is low penetration and uptake. Insurance is not always a 
basic requirement for most households in developing nations (Kaguma, 2011). In Kenya where 
more than forty percent 40% live on less than US$1 Dollar a day, insurance is taken into 
consideration as dear necessity and does not form part of the regular households’ budget. This is 
the case in majority of African countries; insurance is seen as a wealthy man’s product. Many 
people do not have sufficient disposable income to expend on insurance. 
According to (Kaguma, 2011), customer support has been wanting in the insurance industry. By 
the nature of products, insurance is a long term relationship between the insured and the insurer. 
In this approach the agent and the insured are expected to uphold correct customer support so 
that the business is sustained and always updated. Unfortunately, insurance companies have been 
sluggish in embracing the usage of the internet, cellular smartphone, and other technological 
social media that can improve service delivery mainly on claims. This has led to consumer 
dissatisfaction resulting in negative perception of insurance business. Insurance industry has also 
been slow in impressing technology as a tool to facilitate business innovation and process in 
order to improve performance.  
In many insurance agencies in growing nations, there is a lot of paperwork ensuing to 
unwarranted inefficiencies. Most corporations have not digitalized their filing systems making 
printing of paper slow and timewasting. In Kenya the rapid growth in the banking industry is 
largely attributable to automation (Wairegi, 2013). Some cultural traditional practices in a 
number of African nations have additionally been of major undoing for the development of 
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insurance business. Many people need to shop for investment associated insurances leaving out 
traditional risk insurances because of the worry of dying prematurely. Because of this, it is hard 
selling natural insurance products in most African markets, consequently the reason for low 
penetration (Wairegi, 2013). 
According to the 2016 company profile, Directline Assurance Company Limited acquired its 
operating license in October 2005 and commenced operations in November the same year as the 
first Kenyan niche underwriter that focused solely on motor car risks insurance. The organization 
has grown and now is the largest customer carrier for car insurance in Kenya with almost 60 
percentage of the total market share. It is considered to be the largest industrial automobile 
insurer within Kenya with branches in Thika, Nakuru, Embu, Mombasa, Nyeri, Kisii, Eldoret, 
Machakos, Meru, Kisumu, Ongata Rongai, Kiambu and Kapsabet. The head office is located in 
Nairobi. The institution offers insurance for Public Service Vehicles (PSV), Commercial Motor 
vehicles, Private Vehicles, and Taxi to shield their clients from any liability incurred due to the 
usage of their vehicles. Third Party Only (TPO); is by far the most fundamental and mandatory 
cover that a motorist on Kenyan roads must have. It offers protection to the insured in case they 
are called upon to compensate others who may suffer bodily injury, death or damage to property. 
Under TPO cover, reimbursement is carried out on behalf of the policy holder for criminal 
liabilities incurred due to the use of the motor car, third party injuries, third party property 
damage as well as the cost of legal representation. TPO cover applies to all categories of vehicles 
that use public roads according to Section 405 of the Insurance Act Cap 487.  
Public Service Vehicles “Matatu” refers to cars utilized in public transport with a seating ability 
of 8-36 persons. The cover afforded in this case can be organized on monthly or annual basis. 
PSV bus is a car utilized in carrying members of the public and has a seating ability of 37 and 
more persons. Taxis are cars with seating space 2-7 persons that are engaged in ferrying 
members of the public on hire basis as they go about their business. Commercial motor vehicles 
include those carrying personal goods as well as general cartage vehicles that are used for the 
carriage of material products in connection with the insured’s business. The insurance cover may 
be arranged on either monthly or yearly basis. Private vehicles are automobiles that are used for 
social, domestic and family leisure in connection with insured’s enterprises. Currently, Directline 
Assurance Company Limited is mostly offering TPO cover for their PSV automobile operators. 
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Under Comprehensive Cover, there is complete protection that offers both compensation on 
liabilities bobbing up from third parties and additionally unintentional damage or loss of the 
motor vehicle along with widespread accessories and spare components. There are also cover 
extensions such as political violence, terrorism, excess protector at an additional fee among other 
extensions. Under PSV bus, the policy gives reimbursement on liabilities bobbing up from other 
persons as well as accidental harm or loss of other motor vehicles including accessories and 
spare parts Jonah, B.A. (2014).  
1.2 Statement of the Problem 
Insurance firms provide guarantee with standardized policies hence companies that are involved 
in public service vehicles business may collapse if the current market trends continue and urgent 
measures are not taken. According to a report by the Insurance Regulatory Authority (IRA) in 
2012, it was established that the current way of underwriting public services is unsustainable.  In 
Kenya there are about thirty six insurance companies licensed to underwrite all types of covers 
provided under the motor class of insurance six of which are basically PSV underwriters. 
However the sector is a grave yard of companies that have gone under receivership with policy 
holders’ funds. The main differentiating factor on quality between insurance firms is their turn-
around time in claims processing. For an insurance firm to attract and retain customers it has not 
only have the ability to pay claims but also to pay promptly. Insurance firms are also faced with 
other challenges which hamper effective claims management and this is a clear indication that 
explains why a number of these companies have collapsed over the last few years.  
In the Kenyan market, members of the public have had negative perception of the insurance 
industry due to previous experience with some of the firms that range from non-payment of 
claims and reliance on policy exclusions to decline claims among others. A number of studies 
were carried out regarding performance of the insurance sector in Kenya; Kibiwot (2003) took a 
look at challenges that face regulations in the insurance industry. Nderitu (2006) also conducted 
a study on reasons for upsurge of claims in the insurance sector. In his conclusion he charged 
that inflated claims, fraudulent claims and dishonesty contributed extensively to the 
phenomenon. Ouma (2008) also analyzed the relationship between competitive advantage and 
value chain within the insurance industry in Kenya and his conclusion was that the best 
phenomena clients enjoy is the quick processing and settlement of claims whether to the policy 
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holders or the third parties. All these researchers acknowledge claims handling a vital feature in 
insurance companies which effectively gives an imperative benefit to the company. The main 
reasoning behind these observations was to establish and address elements that contribute to 
motor claims within the Kenyan Insurance Sector. 
1.3 Study Objective 
To determine factors that contributes to PSV claims in the Kenyan Insurance Sector with 
reference to Directline Assurance Company Limited as a study case. 
1.3.1 Specific Objectives 
i. To establish how underwriting of public service vehicles affect claims at Directline 
Assurance motor Company Limited. 
ii. To determine how the use of the insured vehicle affects motor claims at Directline 
Assurance Company Limited. 
iii. To establish how the type of cover affects motor claims at Directline Assurance 
Company Limited. 
iv. To find out how insurable interest affects motor claims at Directline Assurance Company 
Limited. 
1.4 Research Questions 
i. To what extent does underwriting of public service vehicles affect motor claims at 
Directline Assurance Company Limited? 
ii. How does the use of the insured vehicle affect motor claims at Direct line Assurance 
Company Limited?  
iii. To what extent does the type of cover affect motor claims at Directline Assurance 
Company Limited?  
iv. How does insurable interest affect motor claims at Directline Assurance Company 
Limited? 
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1.5 Significance of the Study 
The Management of Directline Assurance Company Limited will use the study results as an 
internal pointer. The study will highlight the main factors contributing to motor claims under the 
motor insurance business in the company. Managers will therefore use the results of the study to 
select optimal strategies that would enhance overall growth and performance of the firm. 
Findings from the study will also aid managers of other firms indenting to venture into motor 
insurance business to identify the main target  areas for the firms’ best performance. The 
study will also provide remedial information to firms already in the motor insurance business 
with strategies that are not working. Author (2018) 
Scholars and individual Researchers will also benefit as the study will make special contribution 
to the existing knowledge and provide relevant background information to research organizations 
that may want to carry out further research in the area of study. The study will also help to 
identify if there are gaps in the current research. To policy makers such as government 
institutions, the study will enable them understand and appreciate the significance of factors 
contributing to motor claims in public service vehicles. This will also help them to develop and 
implement regulations and policies that will minimize losses and promote growth in the 
insurance industry. By extension this will be a tool for job creation and boost to the economy 
Author (2018) 
1.6 Scope of the Study 
This research will be confined to Directline Assurance Company Limited offices which are 
located along Monrovia Street Nairobi, where 140 employees will be involved in the study. The 
researcher believes the population size will give adequate ground to generalize the findings of 
the study and also provide the sample size needed for reliable results. However the study will 
only be conducted during the months of November and December 2017. 
1.7 Chapter Summary 
The chapter describes the study background and the underlying factors that contribute motor 
claims in the Kenyan Insurance Sector with reference to Directline Assurance Company Limited. 
It identifies the necessary empirical and literature reviews and methodology to be followed in 
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conducting the study. The chapter also lays down the intended research objectives and questions 
under which the study was carried out. The importance and the scope of study have also been 
highlighted; the scope has been confined to Directline Assurance Company Limited due to on the 
researcher’s limited resources. 
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CHAPTER TWO 
LITERATURE REVIEW 
 
2.0 Introduction 
This part of the study reviews the literature on past studies, presents the research gaps, outlines 
the conceptual framework and briefly highlights the operationalization of the variables in the 
study. 
2.1 Theoretical Literature Review 
This section presents theories that the study is anchored upon while exploring the variables and 
answering the research questions. It identifies the philosophies that already exist and their 
relationship with the current study variables. It also helps in developing the study questions to be 
asked and tested (Meyer & Rowan, 2009). 
2.1.1 New Trade Theory 
New Trade Theory explains empirical factors that comparative advantage model tends to have 
difficulty with. Its concept is based on assumptions based on “monopolistic competition” and 
increasing returns to scale. One end result of this theory is the “home-market impact” which 
asserts that if an enterprise tends to cluster in a single area because of returns to scale and faces 
high transportation costs, the enterprise was located in the country with most of its demand as a 
way to limit costs (Walmsey, 2009).  Although the new trade theory concept can explain the 
developing trend of alternate volumes of intermediate goods, Krugman's clarification depends 
too much on assumption that every company is symmetrical, that means all companies have 
equal manufacturing coefficients (Walmsey, 2009). The study will adapt this theory because it 
relates to variables such as type of insurance cover sought and levels of insurable interest under 
the current study. 
2.1.2 Risk Management theory 
Risk control concept involves the evaluation, identification and prioritization of how to deal with 
exposure to harmful dangers. The concept should be accompanied by a clear understanding of 
available resources, coordinated tracking system and adequate minimization of the impact of 
unsuccessful measures. Effective risk control measures for commercial enterprise has useful 
implications to the firm. The benefits include improved innovation, high management levels, 
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advanced financial performance, waste reduction, fraud minimization, among other advantages 
(Miller, 2008). This motivates the firm to handle most of its business obligations to the public as 
well as handle its inherent risks. This enables managers to have prior information about the 
dangers their firms may be facing and consequently devise desired changes (Wenkr, 2008).  This 
concept became essential to the observer on assumption that insurance firms operate at an 
efficient level hence all products have been optimally priced and this in turn reduces 
discriminative competition inside the marketplace. 
2.1.3 Contingency Planning Theory  
Contingency planning also referred to as business continuity planning is an idea that is related to 
risk control. The basis of this idea is that danger to business cannot be completely removed in the 
practical sense. Despite the company’s efforts to mitigate, avoid and prevent losses, incidents of 
risk will without doubt occur (Hinson, 2008). With reference to this study contingency theory 
may be used to mean controls, plans or methods of total elimination. It is the act of getting ready 
for a fundamental catastrophic occurrence, articulating malleable strategies and rationalizing 
appropriate property that will come into play in case the event occurs. In this case we take 
contingency planning entails making the idea and getting ready for the sudden catastrophe and 
the unknown. The primary motive of contingency planning principle is to reduce detrimental 
outcomes of catastrophes occurrences (James, 2013). The theory therefore make sense in this 
study as it explains how changes in technological development, social values and rules have an 
effect on decisions concerning overall performance of insurance institutions. 
 
2.2. Empirical Literature Review 
This section presents a review of other studies that have been done that relate to the current 
study. The empirical literature provides an understanding of the much explored aspect in this 
area of study and therefore provides the gaps that the study is premised on for further 
exploration. 
2.2.1 Effects of PSV Underwriting on Motor Claims 
According to Cannar (2009) the process of underwriting involves the selection and evaluating of 
risks by the insurer. The accuracy of scoring of the risk can make a difference between loss and 
profit for the insurer; when insurance firms set too low price for a selected risk like in motor 
insurance this might result into a loss and such bargains will also end up flooding the entire 
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market making the business unprofitable. Equally a price higher than the one warranted in the 
market will result in potentially worthwhile prospect going to an inexpensive competitor.  The 
method where the public seeks to make the most out of a weakness in the rating system is 
referred to as selection and this eventually destroys business. 
 Vehicle premium rates are arrived at after considering a number of factors such as the loss ratio, 
an allowance for constants and a number of variable costs which include agents commission, 
salaries, office expenses amongst others. Costs ratio increases when sales are low and reduces 
when salaries are high. There is usually a temptation to have premium adjusted during instances 
of heavy competition in order to be able to sustain an acceptable rate. Under-cutting on the basis 
of market forces is unethical and a short-term measure which cannot be sustained over a long 
period.Karua (2009) 
Motor automobile insurance is quite aggressive and consequently premium charges are often set 
in consistent with the cutting-edge of the marketplace situations in preference to the actual risk 
being run. In such an environment selection and segmentation of risks is crucial and have to be 
carefully considered. The combination of the declared fees, commissions and expenses are 
referred to as combined operating ratio and ideally must provide an underwriting gain which 
translates into a mixed ratio of less than one hundred percent (100%). In the case of motor 
insurance market this ratio is seldom achieved hence reliance is placed on other funding and 
business returns. In such situation the profit may accrue from a mixed ratio of more than one 
hundred percent 100% (Walmsley 2009). When carrying out the underwriting of public service 
vehicles (PSV), other different factors are often considered.  
Cannar (2007) explains underwriting as the process of selecting and rating of risks by the insurer. 
There are various considerations will determine the underwriting method and whether to accept a 
risk or not and the price to pay for that decision. Some of the elements that the underwriter 
should not forget include use of the car, garage region of the vehicle, make of the vehicle, engine 
capacity, type of the insurance cover requested, age of the vehicle, drivers information and the 
price of the automobile plus its accessories. The form of cover required can be for liability 
originating from third parties only (TPO), third party fire and theft or comprehensive. Public 
Service Vehicle (PSV) are those authorized to ply for rent and such automobiles are usually 
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hailed within city environs. Their operations are guided by the respective county by-laws that 
limit movement of such automobiles. This category is regarded as high risk because of the 
maximum usage, high speed, and high degree of moral hazard associated the drivers. 
The insurance industry suffered a major setback when some of the main motor insuring 
companies such as  the Standard Assurance Kenya Ltd, went under receivership in 2008. The 
heavily indebted firm was placed under statutory control due to its inability to settle claims owed 
to its policyholders and third parties. The closure was immediately followed by a similar incident 
when another motor underwriter, Invesco Insurance Company Limited closed its doors in 2009 
though it was resuscitated early in 2010. Other insurance corporations that have gone under 
receivership in comparable instances include Kenya National Assurance in 1996, Access 
Insurance Company in 1997, Stallion Insurance Company in 1998, Lakestar Insurance Company 
in 2003 and United Insurance Company in 2006, (Okoth, 2010). 
Problems in the PSV date back to 1979 when the Kenya Motor Insurance Pool collapsed. PSV 
insurance is generally avoided by most major underwriters as it is viewed as a cash cow for 
fraudsters with intricate networks that consist of unscrupulous medical employees, motor 
repairers and spare components sellers, police, legal professionals and assessors, amongst others. 
Fraud associated with this category of insurance is so entrenched that it attributed to the crumble 
of the Motor Insurance Pool an initiative that was intended to alleviate weaknesses in PSV 
insurance (Okoth, 2010).  
Previously, there were numerous but unsuccessful attempts to cope with challenges facing this 
line of business. The first was compulsory membership to Kenya Motor Pool set up in 1974. 
However it faced serious challenges including the withdrawal of the then state-owned, Kenya 
National Assurance Company (KNAC) in 1979 before it finally collapsed in 1984. Another   
motor pool was set up a year later but it wound up four years later after being bogged down by 
huge liability claims (Timbwa, 2011). 
According to Makembo (2012), to a huge extent, underwriting determines prevalence or non-
prevalence of claims reported to the insurer. Within the insurance period (usually twelve 
months), unselective underwriting allows new proposers to resort to claims which could have 
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been averted if they had been detected at underwriting stage. Un-issued policy documents also 
pose a challenge to claims handlers. The insured feels unjustly dealt with, if the claims manager 
relies on breach of an insurance condition to decline liability on a policy which had not been 
issued and delivered to them. Other demanding challenges include wrongly worded policy 
documents, incomplete paperwork and sales agents filling proposal forms on behalf of the 
insured. In a nutshell, the claims processor ends up paying claims which would not have been 
paid if proper underwriting was done (Kibiwot A, 2013).  
Underwriting requirements in Kenya’s insurance industry have been wanting; most firms do not 
adhere to recommended underwriting requirements. In the end levels of risks are under-estimated 
and premium rates quoted do not conform to the risks publicity (Karau, 2009). When the levels 
of claims exceed premiums received the insurers are not able to pay the policyholders, and this in 
the end result to its closure. 
2.2.1.1 Effects of the Use of Vehicle on Motor Claims 
The main functions that differentiate motor use in terms of performance are the engine capacity 
and the cost of repairing accident damage. The weight ratio of a vehicle can be determined from 
the producer’s records (Macharia, 2009). The size of the engine is usually expressed in cubic 
capacity which illustrates the power of the car. However some engines of similar size may 
generate varying performance capabilities. It is anticipated that any engine with the same cubic 
capacity will propel a light vehicle faster than a heavy vehicle.  
The cost of repairs of a vehicle may be determined in a number of ways; for old models ancient 
records will suffice and for completely new vehicles current records could be furnished with a 
few facts available from manufacturers based on current records (Gakeri, 2011). Also it is 
important to note that many components of motor vehicles are deliberately strengthened if you 
want to absorb impact in a collision and offer safety, however this will increase the costs of 
upkeep.  
The availability of components calls for serious attention because lack of spare parts may cause 
additional cost. Steep-priced repair costs may pre-empt a total loss as opposed to restore of the 
damage. The chances of loss or accident have to be considered; in Kenya a few automobiles such 
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as Toyota are extra vulnerable to robbery than other models. Insurers have to bear this in mind 
when underwriting a motor risk for comprehensive cover. Anyanzwa, (2013) 
Modification that increases the overall performance, unique paintwork that decorates the entire 
body and repair kits amongst others may be appealing to thieves hence growing the danger of 
loss exposure (Anyanzwa, 2013). The other consideration should focus on factors like age 
because when it becomes older the cost decreases and the insured value ought to correspondingly 
reduce. The existence of security functions on a motor car is also vital. Insurers are inclined to 
allow discounts for vehicles fitted with such devices. Alternatively, vehicles without the devices 
might be subjected to high policy theft excess than it would be in any other case (Jaleha, 2013). 
Make and model of the automobile specifies whether or not the car is popular in the market; for 
example an Isuzu van, Toyota saloon, Mazda bus and so on. The possibility of robbery as an 
example is higher with certain makes and models than others. Seating and sporting capacity 
refers to the wide variety of passengers including the driver and the rating scale of the engine. A 
vehicle with a higher wearing potential of the engine will attract higher insurance premium rates 
than those with low level of depreciation.  IRA (2009) 
Insurers also have a young and inexperienced driver clause included in their policies. According 
to the Motor Underwriting Hints from IRA (2009), a young driver is one who is below twenty 
one years while an inexperienced or novice driver is one who has been driving for less than 12 
months. Such a driver will attract an extra policy excess on each and every claim. Insurers also 
consider the history of previous claims, or losses whilst assessing the proposed risk. This gives 
an indication of the probable future claims from vehicles driven by such drivers. The conviction 
record of the driver is another critical underwriting consideration as a mark of moral hazard of 
the proposed driver. Insurers perpetually apply loadings for drivers with high motoring 
conviction record.  
The vehicle value usually given as the sum insured and the year of manufacture are also critical 
underwriting considerations. High valued and newly built vehicles attract discounts on premium 
rating because it is perceived that the probability of loss on such vehicles is low. Likewise 
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competition is a major underwriting consideration in order to avoid loss of business. However 
despite competition, care has to be exercised not to rate uneconomical terms (Jonah, 2014). 
2.2.1.2 Effects of Vehicle Carrying Capacity and Motor Claims 
Most public lease motor vehicles in the Kenyan market carry less than nine passengers and pay 
relatively low insurance premiums. For buses and coaches with a seating ability of more than 
twelve persons together with the driver, rating is based on the number of passengers which every 
automobile may carry and the geographical district in which it is being used (Vermulen, 2013).  
According to Macharia( 2009) an account must be taken for if for example buses operate long 
distances countrywide as the customers and the public need protection wherever the buses go. 
Coaches usually operate under a public service vehicle license which is subject to an annual 
inspection report. Those that transport supporters of sporting activities can be open to malicious 
damage and vandalism risks hence they usually attract higher premium rates.  
The geographical area in which the vehicle is used makes a distinction to the dangers it is 
exposed to. In densely populated areas, there is greater chance of collision even when the 
policyholder’s driver is not at fault while the threat is little in places where there are fewer 
people. Theft risk also differs from one region to another. The risk is higher in large cities and 
lower in small towns. The place of use of the car may indicate whether the chance of theft is 
higher or not. Theft risk may be reduced if the automobile is stored in a locked garage. In such 
case charges of premium are normally reduced. Although the level of premium rates vary from 
one insurer to another, big urban areas will normally  be ranked as highest risk regions while 
rural areas will be rated lowest (Walmsley, 2009). 
2.2.1.3 Effects of Cover type in Public Service Vehicles on Motor Claims 
Third party cover protects other road users, who include other motorists and pedestrians, from 
harm caused by the insured vehicle following an accident (Ivamy, 2013). This protection is 
through compensation by the insurance company herein after referred to as an insurer. Third 
party insurance is vital for the protection of innocent road users. There however, has been a high 
number of fraudulent motor injury claims in Kenya (Murphy, 2010). These occurs when 
unscrupulous persons acquired motor vehicle insurance then later collude with some members of 
the public such as insurance agents, the police and advocates to file claims for false injuries 
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(Reuber, 2010). The result of the perpetuation of fraudulent motor injury claims has seen a 
significant number of insurance firms being put under statutory management as they are unable 
to discharge all claims lodged against them. Thus, there is a need for balancing the interests of 
the insurers and the insured (Shavell, 2007). 
IRA (2013) Annual Report highlights the fact that third party insurance cover is intended to 
compensate for injuries or loss suffered by other road users due to accidents occasioned by the 
insured vehicle. Its history can be traced back to 1946 when Insurance (Motor Vehicle Third 
Party Risks) Act was enacted. However the regulation of the insurance industry happened 
subsequently upon the enactment of the Insurance Act, Cap 487. The purpose of this Act which 
came in effect in 1985 was to amend and consolidate laws relating to insurance, and to regulate 
insurance business in Kenya. The Insurance Act, Cap 487, regulated the formation of insurance 
companies and established the Insurance Regulatory Authority (IRA). 
However, Njenga (2010) notes that the Insurance (Motor Vehicle Third Party Risks) Act 
contributed to the increase in problems facing the Kenyan insurance sector now.  This was 
primarily because the Act was adopted from the British Insurance Laws 194840 which did not 
take into account the local situation. For instance, while it is a key provision under the British 
Insurance Laws for a mandatory third party liability cover for all public service vehicles, such a 
system opened floodgates for fraudulent claims in the Kenyan insurance sector. 
 Various players in insurance the industry sought to unscrupulously capitalize on this provision 
to defraud insurers in the Kenyan Insurance industry. However, Geoffrey Njenga fails to address 
other short-comings of the Amendments on the Act as his focus is on the primary Act, which is 
the Insurance (Motor Vehicle Third Party Risks) Act. This study acknowledges the input of 
Geoffrey Njenga, however, it will also focus on both the Insurance (Motor Vehicle Third Party 
Risks) Act, and the Amendment on the Act that was enacted in 2013. 
2.2.1.4 Insurable interest in Public Service Vehicles and motor claims 
Insurable Interest is an element that exists in an insurance contract whereby the owner or 
prospective owner of an insurance policy derives an enjoyment due to the continued existence of 
the subject matter of insurance. There are numerous methods an insurable interest can be created.  
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Insurable interest can be of economic benefit; for instance, the insured can be the wage earner in 
a family, or a key employee in a business. It may additionally take the form of affection for 
someone else such as the relationship between spouses or parents and children. However in both 
cases, the beneficiary may suffer an economic loss upon death of the insured (Edlin, 2014).                 
A vital factor in the claim evaluation might be to determine if the beneficiary had an insurable 
interest within the deceased’s policy at the point of death. Once the policy is in force, the 
benefits in an existing policy can be transferred to a third party by the insured. The policy-owner 
may additionally assign a valid policy to one who may not have any interest at inception 
(Harrington, 2011). As such, claims professionals need to conduct an investigation to determine 
whether there was a valid contract in place at policy inception particularly if the policy owner 
changed the beneficiary shortly after the policy was issued. 
2.3 Claims Process in Public Service Vehicles  
Contact personnel is usually the face of  business in the service industry, and may without delay 
have an impact on clients’ pleasure (Zeithaml & Bitner, 2009). Employees in Claims Department 
therefore are in close touch with the patrons and/or middlemen from the time a proposal is made, 
throughout its processing until a claim is ultimately settled or rejected.   The distinction between 
service providers depends on the mind-set and talents of their personnel (Lovelock & Wirtz, 
2007).   Further, the greatest detectors of fraud cases are the Claims personnel.   The process of 
exposing and combating fraud begins in the Claims Department (Brown, 2010). It is the 
responsibility of the Claims Manager to recruit, educate and preserve intelligent and ready team 
of workers.   He must additionally delegate responsibilities inside the department in a way that a 
considerable percentage of advice does not have to be referred to him. However critical decisions 
regarding the objectives of the firm should   not be left to inexperienced or incompetent workers 
(Wedge & Handley, 2013).  
Since there are factors outside the supervisor’s mandate, some claims staff go away as at times 
employees may need to be replaced or seek greener pastures.  Whereas direct expenses 
associated with loss and replacement of personnel is measurable, there are indirect expenses 
associated with loss of personnel, which includes loss in customer loyalty/support and company 
reputation which are not measurable. The company may also suffer from  lack of particular  
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skills and disruption of service (Mwangi, 2008). If the insurance firm is not attractive, retention 
of properly equipped and certified personnel may be a first-rate challenge.   
2.4 Research Gaps 
Insurance firm’s core business of managing risks for their clients as well as their own risks calls 
for an integrated business system for effective managing of the risks.  In the industry, firms are 
in so much pressure to effectively manage their risks in a transparent way.  Some part of business 
risk is supposed to be retained as core business operations while others should be transferred 
elsewhere provided the decision is cost effective. Various studies have been conducted in 
relation to operations of insurance companies. In 2003 Kibiwot carried out a study on challenges 
that face regulations of the insurance industry in Kenya. In 2006 Nderitu also conducted a study 
on causes of insurance claims in the insurance sector in Kenya. His conclusion was that inflated 
claims, fraud and fake claims contributed significantly to the phenomenon. Ouma (2008) carried 
out another study on the relationship between comparative advantage and value chain in the 
insurance industry in Kenya and  he established that the greatest challenge customers experience 
is the processing and payments of claims whether to the policy holders or third parties. All the 
three studies acknowledge claims process as an integral function in insurance firms that 
effectively give competitive advantage in the market place.  
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2.5 Conceptual framework 
 
Independent Variables                                                    Dependent Variable 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Underwriting  
Type of Cover 
Factors contributing 
to motor claims in the 
insurance sector 
Insurable Interest 
Use of Vehicles 
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2.5 Operationalization of Variables 
 
Table 2.1: Operationalization of Variables 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Variable              Indicators  Measurement  
 
 
Underwriting 
 
 
 
 
 
Use of Vehicles 
 
 
Type of cover 
 
 
 
 
Insurable Interest 
 Avoidance of inaccurate premium 
computation. 
 Incorrect modelling of aggregate 
claims. 
 Inadequate reserving due to 
inconsistence and hefty court awards 
 Reservation on the basis of the law of 
precedence 
 
 Classification of vehicles in categories. 
 Availability purpose well classified. 
 Operation routes well defined to work 
within county by-laws 
 
 Providing cover against other road 
users like motorists and pedestrians. 
 Most of the time fraudulent claims 
made  by unscrupulous persons 
through agents and police. 
 
 Determined by the type of risk and cost 
of insurance. 
 Derive financial benefit from the 
continuous existence of insured object 
for insured person. 
 Wagering in general would be legally 
enforceable by courts under contract of 
insurance 
 
 
Measurement 1-5 
 1=Strongly agree     
5=Strongly 
disagree 
 
 
 
Measurement 1-5 
 1=Strongly agree  
5=Strongly 
disagree 
 
Measurement 1-5 
 1=Strongly agree  
5=Strongly 
disagree 
 
 
Measurement 1-5 
 1=Strongly agree  
5=Strongly 
disagree 
 
   
20 
 
 
2.6 Chapter Summary 
The chapter reviews literature in the theoretical section where theories factored in the literature 
should form the pillars of the research study. The theories identified are the new trade theory, 
contingency planning theory and the risk management theory. Empirical literature reviews the 
past studies that provides the gaps in which the study is anchored on. 
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CHAPTER THREE 
RESEARCH DESIGN AND METHODOLOGY 
 
3.0 Introduction 
This chapter presents the operationalization of the research study through outlining the design, 
target population, sample and sampling method, research instruments, piloting of study and then 
data analysis and presentation. 
3.1 The Research Design 
Design is a master plan that specifies the methods and procedures that are used for collection and 
analysis of needed information (Kothari). This study will adopt a descriptive research design 
method that will be used in acquiring of the information through the administration of 
questionnaires. The design serves to systematically describe the areas of interest or situation in a 
very accurate manner.  
3.2 Target Population 
Target population is the group from which objects, items or individuals the research samples are 
acquired as a representative of the entire population (Mugenda, 2003). The targeted population 
for this research study will be 140 employees at Directline Insurance Company Limited that will 
include top management, middle management and the support staff in the company.  
Table 3.1: Target Population 
 
Total                                                              140                100 
 
 
3.3 Sampling and Sample size 
Sampling is the process where a smaller number of objects, individuals or events is selected and 
then analyzed to establish something of  the entire population from where the selection is derived 
(Kothari, 2001).  
Population Category Target Percent (%) 
Top management 
Middle management 
Support staff 
20 
40 
80 
14 
 28 
 58 
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A sample is a sizable proportion of the targeted population that is selected through a systematic 
form. This researcher will use a stratified random sampling method because it will enable 
generalization of a large population with a margin of error that is determinable statistically. It is 
recommended that a 50% ratio of the total population would make a reliable sample size that 
reduces errors (Kotler, 2006). 
 
Table 3.2: Sample and Sampling Techniques 
 
 
3.4 Data Collection 
The researcher will design suitable questionnaires for data collection from respondents. The 
questions will be either open or closed. The questionnaires will be distributed and picked later. 
This method is easier because all the answers are written and later submitted to the researcher in 
good time for analysis. Questionnaires will be used in the study since they will be presented in 
paper form hence there will be no opportunity for interviewer’s bias. The questions will be 
simple and understandable; this will encourage high respondent rate.  Anonymity of respondents 
will be assured so as to encourage participation. Questionnaire method is preferred in this kind of 
study because it is efficient in obtaining information from the population that best suit the current 
study. The method also provides immediate response based on the research objectives while 
addressing the research questions (Mugenda & Mugenda, 2003). 
3.5 Pilot study 
A pretest will be done on the structured ended questionnaires to determine their reliability and 
validity to the study. The questionnaires will include specific questions which will be used to 
capture specific information from the respondents. These preliminary questionnaires will be sent 
Population Category Target 
(50%) 
Percent  
Top management 
Middle management  
Support staff 
Total 
    10 
    20 
    40 
    70 
 14 
 28 
 58 
 100 
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to 13 employees of Directline Insurance Company Limited to fill in and send them back for 
evaluation. The aim of pilot testing is to check and verify the reliability and validity of the 
questions in order to achieve accurate results. The preliminary study respondents will not take 
part in the actual study. 
3.5.1 Validity 
Validity refers to a measurement device that varies directly with a measure of a construct or 
indirectly with a measure of an opposite construct. It shows the relationship between a new 
phenomenon and an already existing and tested phenomenon. Content validity is concerned with 
tests ability that represents all the contents of a particular construct.  
According to Frankel and Walled (2000), validity relates to the quality attributed to the degree to 
which they conform in order to establish knowledge or truth. It refers to the extent to which an 
instrument can measure or ought to measure the truth or accuracy. The validity of  instruments 
used in this study will be done by designing questionnaires and consulting the University 
Supervisor on the contents. Adjustments will be made according to the advice received from the 
supervisor. 
3.5.2 Reliability test  
Reliability refers to the consistency or rather the stability of the scores obtained from tests and 
assessment procedures. Mugenda and Mugenda (2003) argue that reliability is a measure of the 
degree to which a researcher’s instruments yield consistent results or data after repeated trials. 
To ensure reliability, Charles (1995) postulates that consistency with which the questionnaires or 
test items are answered or individual scores remain relatively the same can be determined 
through a test-retest method on two different times. This may involve administering the 
questionnaires at an interval of one week as a pilot test to the same group and then comparing the 
two scores. Comments that will be made by the pre-testing respondents will be used to adjust and 
improve the instrument.  
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3.6 Data Collection Procedure. 
Data will be gathered through the administration of questionnaires to a cross-section of 
respondents drawn from the various categories identified. The identified respondents will be 
required to fill the questionnaires as the researcher waits. This helps to reduce instances of non-
responses. The questionnaires will also be left behind and be picked later this helps to increase 
the proportion of usable responses. Follow-ups if necessary will be done through telephone calls, 
e-mails and personal interviews to ensure a viable response rate is obtained for the study. The 
questionnaires will be scrutinized for errors or omissions, ambiguity, legibility and relevance. 
3.7 Data Processing and Analysis. 
This involves the gathering, modeling and transforming raw data with the aim of highlighting 
useful information, suggestions, conclusion and supporting decision making (Kothari, 2001). The 
purpose of data analysis is to prepare crude data into interpretable design. After coding, the data 
will be linked to the management and teaching staff (target population as collected) and then 
entered together with questionnaire data into a spread sheet then transferred to an SPSS software 
for analysis. For the purposes of identification and confidentiality, no names will be used. 
According to Amin (2005) descriptive statistics provide the techniques for numerical and 
graphical presentation of information for the overall picture of the data collected. In this research 
study, Pearson’s correlation co-efficient calculation will be used. This method shall be applied 
after data is aggregated in order to turn categorical data into numerical representation. From 
such, descriptive statistics, frequency tables, graphics, and correlation tables will be developed to 
help describe the gathered data.   
3.8 Ethical Considerations 
The reason for ethical consideration is to ensure that no one is harmed or suffers adverse 
consequences because of  the research activities. Given the often sensitive relationships between 
researcher and respondents, reasonable safeguards will be built in this study based on ethical 
considerations and requirements. Therefore, the information that the researcher receives during 
the period of this study will be treated in confidence and purely for academic purposes. Names or 
respondents will not be used or mentioned in this study. 
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3.8.1 Informed Consent 
According to the Longman Contemporary English Dictionary, consent refers to “permission to 
do something”. In this study the purpose of informed consent is to grant permission in full 
knowledge of the possible consequences relating to risks or benefits of the action being taken. It 
is a process of obtaining permission before conducting an exercise or disclosing certain 
information. Prior to conducting the case study, the Management of Directline Assurance 
Company Limited was fully informed through the researcher’s own personal presentation as well 
as the introductory letter given by the Management University of Africa. Formal consent was 
therefore granted to the researcher and communicated to all the respondents.       
3.8.2 Voluntary Participation 
People are not supposed to be coerced into participating in a research project. Participants must 
be fully informed about the risks and benefits of any research tasks. Voluntary participation is 
therefore a person’s free will and decision whether to be involved in an activity or not. In this 
research study all the respondents were briefed on the objectives of the study and voluntarily 
agreed to participate in Data collection and filling the questionnaires.       
3.8. 3 Confidentiality 
To protect the identity of the participants, no names were disclosed on the research instruments 
at Directline Assurance Company Limited. Study Codes were used but only to a limited extent 
when some questionnaires were to be collected at a later date. The other purpose of 
confidentiality during the study included a guarantee by the researcher that unauthorized persons 
will not get access to company information. This helped to build trust between the researcher and 
staff of the company which translated into free flow of information.   
3.8.4: Privacy 
The relationship between the researcher and participants must be based on trust and integrity. 
Privacy includes physical administration and technical safeguards of information. Privacy in 
research is a concept which provides that a person in human research has a right to privacy when 
participating in research and the privacy must be upheld. No participant should be forced to 
reveal to the researcher information that the participant does not wish to be revealed. In this 
study utmost privacy was upheld; employees participating in the study were advised not to 
disclose contents of Data Collection Questionnaires to members of the public or competitors of 
Directline Assurance Company Limited.  
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3.8.5: Anonymity 
According to the Cambridge English Dictionary, anonymity is a situation in which a person is 
not known or spoken of by name. In research, anonymity means either the project does not 
identify the names or address of the people from whom information is collected. In this study no 
names were used to identify respondents and information was not coded in line with individual 
respondents.    
3.9 Chapter Summary 
This chapter highlights the methodology and the procedures used to obtain the data required for 
the research. The chapter covers the design, target population, sample design, data collection 
procedures, instruments used in data analysis methods, ethical considerations, informed consent, 
voluntary participation, confidentiality, privacy and anonymity.  
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CHAPTER FOUR 
RESEARCH FINDINGS AND DISCUSIONS 
 
4.0 Introduction 
The sections into which the chapter has been divided are response rate, respondents’ background, 
and the factors contributing to motor claims in the Kenyan insurance sector.  
4.1 Presentation of the Research Findings 
4.1.1 Rate of Response  
This refers to the level at which respondents gave feedback to questions which were 
administered from each strata as per the sample size shown in table 4.1 below. 
Response rate was significant because it would enable the researcher know the exact number of 
questionnaires that would be valid for analysis. 
Table 4. 1: Showing response rate 
 
 
  
 
 
 
 
 
 
Category Frequency Percentage 
Response 63 90% 
Non Response 
Total 
7 
70 
10% 
100 
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Figure 4. 1: Showing response rate 
 
The researcher distributed questionnaires to 70 respondents which were computed as explained 
in chapter three section 3. Ninety percent response rate was achieved which was considered to 
favorable for the study. This is shown in table 4.1 and figure 4.1. Mugenda & Mugenda (2003) 
explains that 50% reaction level is satisfactory and 60% is good. 
4.1.2 Demographic Information 
4.1.2.1 Gender  
The researcher wanted to establish the gender level of the respondents participating in the study 
and the results were presented in a table. 
Table 4. 2: Showing gender of the respondents 
Category Frequency Percentage 
Male 15 21% 
Female 
Total 
55 
70 
79% 
100 
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Figure 4. 2: Showing gender of the respondents 
 
 
The gender characteristics of respondents show a domination of females at 79 % (as shown in 
figure 4.2 and table 4.2 above) against males at 21%. The gender response ratio indicated that 
views were obtained from both males and females. 
4.1.2.2 Age of Respondents 
This was to find out the age of the respondents involved in the study and the results were 
presented on the table. 
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Table 4. 3: Showing response based on age brackets 
Variable Frequency Percentage 
18 -23 Years 3 4% 
24-29 Years 15 21% 
30-35 Years 35 50% 
36-40 Years 10 15% 
41 Years and Above 
Total 
7 
70 
10% 
100% 
 
Figure 4. 3: Showing respondents’ age brackets in years 
 
 
The age of the respondents was noted as; those 18-23 years were 4%, those 24-29 years were 
21%, those 35-40 years were 50%, those 36-40 years were 14% then above 41 years were 10%.  
It can be said that response was obtained from mature middle aged staff from the company. 
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4.1.2.3 Level of education 
This was to find out the level of education of the respondents. The results presented in table 
below. 
Table 4. 4: Showing respondents’ level of education 
Variable Frequency % 
Doctorate 4 6% 
Post graduate 10 14% 
Graduate 36 51% 
Cert/Diploma 
Totals 
20 
70 
29% 
100 
 
 
Figure 4. 4: Showing level of education of the respondents 
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Results indicated that degree graduate holders were the highest at 51%, followed by 
certificate/diploma holders at 29%, post-doctorate at 14% and then doctorate at 6%. The result 
implies that the respondents’ education level is adequate to answer the research questions 
regarding factors that contribute to motor claims in Directline Assurance Company Limited..  
4.1.2.4 Position held in the company 
The aim was to establish the position the participants held in the company and the results were 
tabulated in a table. 
Table 4. 5: Showing respondents’ position held in the company 
Variable Frequency Percentage 
Senior level management 8 11% 
Middle level management 17 24% 
Non-management staff 45 65% 
Total 70 100%  
Figure 4. 5: Showing respondents’ position held in the company 
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It was noted from the results that response from senior managers were 11%, middle level 
managers were 24% and then non-management staff were 64%. The research findings 
established that the respondents held appropriate positions in the company to be able to 
understand the constructs under study. 
4.1.3 Underwriting 
4.1.3.1 Underwriting of public service vehicles 
The study examined how underwriting of public service vehicles affects motor claims in Direct 
line Assurance Company Limited and the results were tabulated. 
Table 4. 6: Whether underwriting of Public Service Vehicles affects motor claims 
 
 
 
 
 
 
 
 
Category Frequency Percentage 
Yes  56 80% 
No 9 13% 
Not sure 
Total 
5 
70 
7% 
100 
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Figure 4. 6: Whether underwriting of public vehicles affects motor claims 
 
Respondents indicated that the way underwriting is done in public service vehicles affects motor 
claims. According to the study 80% indicated Yes while 13% indicated No and 7% indicated that 
they were not sure. This illustrates that most of the respondents believe the level of underwriting 
of public service vehicles affects motor claims. 
4.1.3.2 The extent to which underwriting affects claims in public service vehicles 
The researcher wanted to establish the extent to which underwriting affects claims in public 
service vehicles and the results were tabulated; 
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Table 4. 7: Showing extent to which underwriting affects claims in public service vehicles. 
 
Figure 4. 7: Showing extent to which underwriting public service vehicles affects claims. 
 
 
The respondents at 28% indicated very great extent, 41% indicated great extent, 17% indicated 
moderate extent,while 8% indicated  little extent and 6% a very little extent. This shows that the 
respondents agree that underwriting of public service vehicles affects motor claims. 
 
Category Frequency Percentage 
Very great extent 20 28% 
Great extent 29 41% 
Moderate extent 12 17% 
Little extent  6 8% 
Very little extent 
Total 
3 
70 
6% 
100 
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4.1.3.3 Methods used in underwriting risks in public service vehicles. 
The researcher wanted to explore whether methods like fraud aided by the claimants, fraud aided 
by the police etc. are used by organizations in underwriting of the motor risks. The results were 
presented in a table; 
Table 4. 8: Do methods used in underwriting risks in public service vehicles affects claims. 
 
Figure 4. 8: Whether Methods used in underwriting public service vehicles affects claims. 
 
Views from respondents indicated that the methods used in underwriting like fraud aided by the 
claimant, fraud aided by the police etc are used by insurance organizations while underwriting 
Category Frequency Percentage 
Strongly agree 30 43% 
Agree  21 30% 
Undecided 10 14% 
Disagree  6 8% 
Strongly disagree 
Total 
3 
70 
5% 
100 
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motor risks. According to the study 43% strongly agreed, 30% agreed, 14% were undecided, 8% 
disagreed and 5% strongly disagreed. Therefore it is correct to say that insurance firms use 
methods like fraud aided by claimants, fraud aided by the police in underwriting of motor vehicle 
public service risks. 
4.1.4. Use of the vehicle 
4.1.4.1 Effects of use of the vehicle on motor vehicle claims 
The researcher wanted to know if the use of the vehicle affects the motor claims and the results 
were tabulated; 
Table 4. 9: Showing if use of the insured vehicle to be insured affect motor claims 
 
Figure 4. 9: Showing if use of vehicle to be insured affect motor claims 
 
Category Frequency Percentage 
Yes  58 83% 
No 8 11% 
Not sure  
Total 
4 
70 
6% 
100 
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The results showed that the use of the vehicle affects motor claims. According to the study 83% 
of the respondents agree, 11% disagree while 6% were not sure. This shows that respondents 
agree that use of the vehicle to be insured affects motor claims. 
4.1.4.2 The extent which use of vehicle affect motor vehicle claims 
The researcher wanted to find out the extent to which the use of the vehicle to be insured may 
affect motor claims 
Table 4. 10: Showing extent to which use of vehicle to be insured affect motor claims. 
                                                                                                                                          
 
 
 
 
 
 
 
 
Category Frequency Percentage 
Very great extent 18 26% 
Great extent 27 38% 
Moderate extent 16 23% 
Little extent  8 11% 
Very little extent 
Total 
1 
70 
2% 
100 
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Figure 4. 10: Showing extent to which use of vehicle to be insured affect motor claims. 
 
 
From all the respondents interviewed, 26% indicated very great extent,38% great extent, 23% 
moderate extent,11% little extent and 2% very little extent.This shows that the respondents agree 
that use of vehicle affects motor claims.   
 
4.1.4.3 The effects of use of vehicle to be insured on motor claims. 
The researcher wanted to know effects of use of the vehicle to be insured has on the motor 
claims and the results were tabulated on the table. 
 
 
 
 
26%
38%
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Table 4. 11: Showing respondents’ views on whether use of vehicle affects claims 
Figure 4. 11: Showing respondents’ views on whether use of the vehicle affects claims 
 
The results established that use of vehicle to be insured affects motor claim according to 37% 
who strongly agreed, 36% agreed, 14% were undecided, 8% disagreed and 5% strongly 
disagreed. Therefore use of vehicle to be insured affects motor claims. 
Category Frequency Percentage 
Strongly agree 26 37% 
Agree  25 36% 
Undecided 10 14% 
Disagree  6 8% 
Strongly disagree 
Total 
3 
70 
5% 
100 
41 
 
 
4.1.5 Type of Insurance Cover 
4.1.5.1 Whether Type of cover affects motor claims 
The aim was to know if the type of insurance cover affects the motor claims and the results were 
presented on the table: 
Table 4. 12: Showing if type of cover affects motor claims 
Figure 4. 12: Figure showing if type of cover affects motor claims 
 
Category Frequency Percentage 
Yes  53 76% 
No 15 21% 
Not sure 
Total 
2 
70 
3% 
100 
42 
 
 
It was established from the results that the type of cover affects motor claims according to 
majority of the respondents at 76% while those opposed to it were at 21% and those who were 
not sure at 3%. It can be concluded that the type of cover affects motor claims in public service 
vehicles. 
 
4.1.5.2 The extent the type of cover affects motor claims. 
This was to find out the extent at which type of cover affects the motor claims and the results 
were tabulated on a table. 
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Table 4. 13: Showing the extent to which the type of cover affects motor claims. 
 
Figure 4. 13: Showing the extent to which the type of cover affects motor claims. 
 
The results indicated that 31% were for very great extent, 54% for great extent, 11% for 
moderate extent, 4% for little extent and nothing for very little extent. Therefore motor claims  
 
 
Category Frequency Percentage 
Very great extent 22 31% 
Great extent 38 54% 
Moderate extent 8 11% 
Little extent  2 4% 
Very little extent  
Total 
0 
70 
0% 
100 
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4.1.5.3 Effects of type of cover on motor claims 
To establish effects of type of cover on motor claims. The results were presented on the table. 
Table 4. 14: Showing respondents’ view on effects of the type of cover on motor claims. 
 
Figure 4. 14: Showing respondents views on effects of type of cover on motor claims. 
 
Category Frequency Percentage 
Strongly agree 15 21% 
Agree  41 58% 
Undecided 8 11% 
Disagree  4 6% 
Strongly disagree 
Total 
2 
70 
4% 
100 
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It was established from the respondents that 21% strongly agreed, 58% agreed, 11% undecided, 
6%  disagreed and 4% strongly disagreed on type of cover having great impact on motor claims. 
Therefore type of cover has great impact on the motor claims. 
4.1.6 Insurable interest 
4.1.6.1 Effects of Insurable interest on motor claims 
This was to explore if insurable interest affects motor claims in public service vehicles and the 
results were presented in a table. 
Table 4. 15: Showing if insurable interest affects motor claims at Directline Assurance 
Company Limited. 
 
Figure 4. 15: Showing if insurable interest affects motor claims. 
 
 
 
 
 
 
 
 
Category Frequency Percentage 
Yes  56 80% 
No 12 17% 
Not sure 
Total 
2 
70 
3% 
100 
Yes
80%
No
17%
Not sure
3%
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The results indicated that insurable interest affects motor claims according to 80% of the 
respondents, those who did not agree were at 17% and 3% were not sure. This shows that most 
respondents believe that insurable interest affects motor claims. 
4.1.6.2 The extent to which insurable interest affects motor claims 
The researcher wanted to know extent to which insurable interest affects the motor claims and 
the table of results was presented; 
Table 4. 16: Showing extent to which insurable interest affects motor claims. 
Figure 4. 16: Showing the extent to which insurable interest affects motor claims. 
 
Category Frequency Percentage 
Very great extent 12 17% 
Great extent 42 60% 
Moderate extent 10 14% 
Little extent  
Total 
6 
70 
9% 
100 
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The results whowed that 17% agreed to insurable interest affecting the motor clsim at a very 
great extent, 60% great extent, 14% moderate extent, 6% little extent and 3% at very little extent. 
This shows that the respondents agree that insurable interest affects motor claims. 
 
4.2 Study Limitations 
In view of the characteristics of the target respondents, some of them were reluctant to disclose 
certain information requested for  in the survey for fear of being victimized by the management. 
Some issues relating to the study could only be handled by senior management. Prior to the 
study, the researcher gave a guarantee to the respondents that a high level privacy on all the data 
and information they provide shall be maintained. Prior to commencement of the study, the 
researcher sought authority from the Management of Directline Assurance Company Limited. 
The researcher also attached to the questionnaire a copy of the letter from the Management 
University of Africa authorizing the research study. 
 
4.3 Chapter Summary. 
Research findings obtained from the field data were presented in this chapter. The study was to 
examine factors contributing to motor claims in the Kenyan insurance sector, with reference to 
Directline Assurance Company Limited as the case study. The findings were obtained from 
competent male and female respondents employees of the company. Data analysis was done 
through descriptive method and presented in form of graphs and tables. 
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                                                                      CHAPTER FIVE 
RECOMMENDATIONS AND CONCLUSION 
 
5.0 Introductions 
This part of the study summarizes the research outcomes, recommendations and conclusion. The 
outcomes are summarized in line with the study variables.  
5.1 Summary of the Findings 
On the respondent rate, the researcher distributed questionnaires to 70 respondents.  A ninety 
percent (90%) response rate was achieved which was found to be suitable for the study. Gender 
characteristics of respondents were dominated by females at 79% against males who were at 
21%. The gender representation of the respondents indicated that views were obtained from both 
gender and no opinion can be attributed to a particular gender. The age range of the respondents 
was  as follows; 18-23 years were 4%,   24-29 years were 21%,  35-40 years were 50%, 36-40 
years were 14% and above 41 years were 10%. The result of the study also established that 
graduate degree holders were the highest respondents at 51%, followed by certificate/diploma 
holders at 29%, post-doctorate at 14% and then doctorate at  6%. This meant that the 
respondents’ education level was adequate to answer and interpret the research questions on 
motor claims.  
5.1.2Underwriting of the Motor Vehicle 
Respondents indicated that underwriting public service vehicles affects motor claims. According 
to the study 80% indicated a Yes while 13% indicated a No and 7% indicated that they were not 
sure. This shows that most respondents believe that underwriting of Public Service Vehicle 
affects motor claims.The respondents at 28% indicated to very great extent, 41% indicated great 
extent, 17% indicated moderate extent,while 8% indicated  little extent and 6% indicated to very 
little extent. This shows that the respondents agree that underwriting of public service vehicles 
affects motor claims. The views from the respondents also indicated that the methods used in 
underwriting like fraud aided by the claimants, fraud aided by the police etc are used by 
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insurance organizations for motor risks underwriting. According to the respondents 43% strongly 
agreed, 30% agreed, 14% were undecided, 8% disagreed and 5% strongly disagreed. Therefore 
insurance firms use the said methods when underwriting motor risks. 
 
 
5.1.3 Use of the motor vehicle 
Use of the public service vehicle affects claims according to 83%of the respondents, 11% believe 
it does not affect and those not sure were 6%. This shows that respondents agree that use of 
vehicle to be insured affects motor claims. From all the respondents interviewed 26% indicated it 
affects to a very great extent, 38% to a great extent, 16% to a moderate extent, 8% to a little 
extent and 2%indicated to a very little extent.This shows that the respondents agree that use of 
vehicle affects motor claims. The results established that use of vehicle to be insured affects 
motor claim according to 37% who strongly agreed, 36% who agreed, 14% were undecided, 8% 
disagreed and 5% strongly disagreed. Therefore use of the vehicle to be insured has influence on 
the motor claims. 
5.1.4 Type of Insurance Cover 
It was established from the results that the type of cover that affects motor claims as per the 
majority of the respondents at 76%, those opposed to it were at 21% and those not sure at 3%. 
Therefore the type of cover affects the motor claims. The results indicated 31% for very great 
extent, 54% for great extent, 11% for moderate extent, 4% for little extent and no respondent was 
for very little extent. Therefore motor claim are affected by the type of cover. It was established 
from the respondents that 21% of the respondents strongly agreed, 58% agreed, 11% were 
undecided, 6% disagreed and 4% strongly disagreed on whether type of cover has great impact 
on motor claims. Therefore type of cover has a great impact on the motor claims. 
 5.1. 5 Insurable Interest 
The results indicated that insurable interest affects motor claims according to 80% of the 
respondents, those who disagree were at 17% and 3% were not sure. This shows that respondents 
believe that insurable interest affects motor claims. The results showed that 17% agreed to 
insurable interest affecting the motor claim to a very great extent, 60% to a great extent, 14% to a 
moderate extent, 6% to a little extent and 3% to a very little extent. This shows that the 
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respondents agreed that insurable interest affects motor claims. 
 
5.2 Conclusion  
The response rate was substantive enough to be used for the study as it superceeded the 
recommended rate of  60%  (Mugenda & Mugenda, 2003). Female dominated in the study but all 
genders were respresented meaning more females are involved in handling motor claims. The 
age had majority between 35-40 years followed by 24-29 years. On education level, majority of 
the respondents were degree graduate holders and certificate/diploma holders. This indicates the 
company has a serious workforce with growing experience and skills in handling motor claims in 
insurance sector. 
5.2.1 Underwriting 
It was evident that underwriting of public service vehicles affects motor claims. It was also 
observed that the standard of underwriting has a great impact on motor claims in public service 
vehicles. The methods used in underwriting like fraud aided by the claimants, fraud aided by the 
police etc. are used by organizations in underwriting motor risks. 
5.2.2 Use of Vehicle 
It was explicitly clear that use of the vehicle affects motor claims. On the impact of use of 
vehicle on motor claims, it was noted that the impact is not significant but can cause financial 
harm to both the insurer and the insured. 
5.2.3 Type of Cover 
The type of cover affects the motor claims according to the respondents. The study also 
established that type of cover affects the motor claims to a great extent. The level of impact the 
type of cove can have on the motor claims was also noted to be strong.  
5.2.4 Insurable Interest 
It was evident that insurable interest affects motor claims according to the results obtained. The 
person with insurable interest on the motor vehicle has to a great extent an impact on the motor 
claims in the insurance sector. 
5.3 Recommendation  
From the study findings, there is need for the Kenyan insurance sector to try and find out reasons 
for dominance of female employees over their male counterparts in motor claims departments. 
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There is a high number middle age personnel employed in the insurance sector. The sector 
should explore and establish effects that such scenario may have in processing claims. 
The methods used for underwriting and its impacts on the motor claims should be explored 
further to get the specific causes impact that can help companies make proper planning and 
improve performance. There is need to establish further how the type of cover affects claims 
especially in the public service vehicle business as this has an impact on the profitability and 
sustainability of an insurance account. 
5.4 Suggestions for further research 
As it is not possible to cover all the dimensions of the problem of Motor clams in one study, an 
effort needs to make to identify further areas of research. There is need for future researchers to 
address how Insurance companies can be more creative and come up with innovative products that will 
address the needs of the consumers.  The researcher recommends further studies on public education to be 
carried out on the benefits of Insurance and risk management so that the traditional methods of addressing 
problems when they have already occurred through harambees and other community contributions are 
replaced with upfront risk management. Further, a study needs to be done in the insurance sector to 
establish contemporary underwriting factors that may affect motor claims in public service 
vehicles.   
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                                                                    APPENDICES 
 
APPENDIX I: INTRODUCTION LETTER 
 
 
Dear respondent, 
 
My name is Fabian Mmbele Lucinde, I study at The Management University of Africa.  
As part of the requirement to graduate with a Bachelor’s Degree in Commerce, I am conducting 
a research study on the topic; FACTORS CONTRIBUTING TO MOTOR CLAIMS IN THE 
KENYAN INSURANCE SECTOR: A CASE STUDY OF DIRECTLINE ASSURANCE 
COMPANY LIMITED.  
I am therefore requesting you to assist me by filling the attached questionnaire. Information that 
you will provide will strictly be used for academic purpose and shall not be used for any other 
purpose. Your name or contact shall not be mentioned anywhere in the study. 
I trust  your input will go a long way to facilitate conclusion of this research study. 
 
Thank you. 
 
Fabian Lucinde Mmbele 
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APPENDIX II: QUESTIONNAIRES 
 
Instructions: Tick your response as appropriate 
 
SECTION A: BACKGROUND 
1. Gender;    Female (  )           Male  (  ) 
2. Age group?   
 18 years - 23 years (  )    24 years - 29 years (  )  30 years - 35 years (  )                                      
36 years - 41 years (  )       Above 42 years      (  ) 
3. Level of education? 
 Primary (  ) Secondary (  ) College (  ) Graduate (  )  Post-graduate  (  )  
Doctorate   (  ) 
4. What is your current position in the Company? 
 Top Management (  )   Middle-Level Management (  )  Any others (  ) 
 
5. Please indicate name of your department………………………………………….. 
 
SECTION B: STUDY VARIABLES 
Underwriting of Public Service Vehicles 
6. Does underwriting of public service vehicles affects motor claims at Directline Assurance 
Company Limited?  
Yes  ( )                     No  (  )               Not Sure (  ) 
7. To what extent does underwriting of public service vehicles affect motor claims at Directline 
Assurance Company Limited; Very great extent (  ) Great extent (  ) Moderate extent (  )       
Little extent (  )  Very little extent (  ) 
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8. What are some of the methods that your Directline Assurance Company Limited use in 
underwriting of motor risks? 
Fleet motor risk only (  ) Individual Motor risk  (  )                                                           
Both Fleet motor risk and Individual       Motor risk (           )   
9. Kindly indicate your view on the underwriting of public service vehicles affects motor claims 
and use the scale provided for the best answer possible 
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1 Fraud aided by the claimants  
 
 
     
2  Fraud aided by the police      
3 Fraud aided by the agents       
4 Fraud aided by the motor assessors        
5 Fraud aided by the Lawyers      
 
Use of Vehicle  
10. Does use the vehicle insured affect motor claims at Directline Assurance Company Limited?  
Yes (  )                           No ( )                       Not Sure (  ) 
 
11. To what extent does the use of vehicle insured affect motor claims at Directline Assurance 
Company Limited?  
Very great  (   ) Great  (   ) Moderate  (   )  Little extent  (   ) Very little  (   ) 
12. Please give view on the effect of use of vehicle insured affect motor claims at Directline 
Assurance Company Limited. use the scale provided for the best answer possible. 
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1 Carrying capacity of the vehicle      
2  Rates the competitors are charging        
3 Details of the vehicle       
4 Whether public, self-drive and  Chauffer driven      
5 Claims experience       
 
 
Type of Cover  
13.  Does the type of cover affect motor claims at Directline Assurance Company Limited?  
Yes (  )                                   No (  )                          Not Sure (  ) 
14. To what extent does the type of cover affect motor claims at Directline Assurance Company 
Limited?. 
Very great (  ) Great (  ) Moderate (  )  Little (  )  Very little (  ) 
 
15. Please give your view on the cause and effect on motor claims at Directline Assurance 
Company Limited, use the scale provided for the best answer possible 
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1 Type of cover that is required         
2  Details of the driver      
3 Details of the vehicle type      
4 Weaknesses in regulatory framework  
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Insurable Interest  
16. Does insurable interest affects motor claims at Directline Assurance Company Limited?  
Yes (  )                                  No (  )                        Not Sure (  ) 
17. To what extent does insurable interest affects motor claims at Directline Assurance Company 
Limited?  
Very great  (  ) Great (  ) Moderate (  ) Little (  ) Very little (  ) 
… 
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